§1.1082-6

§1.1082-6 Basis of property acquired
under section 1081(d) in trans-
actions between corporations of the
same system group.

(a) If property was acquired by a cor-
poration which is a member of a sys-
tem group, from a corporation which is
a member of the same system group,
upon a transfer or distribution de-
scribed in section 1081 (d)(1), then as a
general rule the basis of such property
in the hands of the acquiring corpora-
tion is the basis which such property
would have had in the hands of the
transferor if the transfer or distribu-
tion had not been made. Except as oth-
erwise indicated in this section, this
rule will apply equally to cases in
which the consideration for the prop-
erty acquired consists of stock or secu-
rities, money, and other property, or
any of them, but it is contemplated
that an ultimate true reflection of in-
come will be obtained in all cases, not-
withstanding any peculiarities in form
which the various transactions may as-
sume. See the example in §1.1081-6.

(b) An exception to the general rule
is provided for in case the property ac-
quired consists of stock or securities
issued by the corporation from which
such stock or securities were received.
If such stock or securities were the sole
consideration for the property trans-
ferred to the corporation issuing such
stock or securities, then the basis of
the stock or securities shall be (1) the
same as the basis (adjusted to the time
of the transfer) of the property trans-
ferred for such stock or securities, or
(2) the fair market value of such stock
or securities at the time of their re-
ceipt, whichever is the lower. If such
stock or securities constituted only
part consideration for the property
transferred to the corporation issuing
such stock or securities, then the basis
shall be an amount which bears the
same ratio to the basis of the property
transferred as the fair market value of
such stock or securities on their re-
ceipt bears to the total fair market
value of the entire consideration re-
ceived, except that the fair market
value of such stock or securities at the
time of their receipt shall be the basis
therefor, if such value is lower than
such amount.
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(c) The application of paragraph (b)
of this section may be illustrated by
the following examples:

Example 1. Suppose the A Corporation has
property with an adjusted basis of $600,000
and, in an exchange in which section 1081
(d)(1) is applicable, transfers such property
to the B Corporation in exchange for a total
consideration of $1,000,000, consisting of (1)
cash in the amount of $100,000, (2) tangible
property having a fair market value of
$400,000 and an adjusted basis in the hands of
the B Corporation of $300,000, and (3) stock or
securities issued by the B Corporation with a
par value and a fair market value as of the
date of their receipt in the amount of
$500,000. The basis to the B Corporation of
the property received by it is $600,000, which
is the adjusted basis of such property in the
hands of the A Corporation. The basis to the
A Corporation of the assets (other than cash)
received by it is as follows: Tangible prop-
erty, $300,000, the adjusted basis of such prop-
erty to the B Corporation, the former owner;
stock or securities issued by the B Corpora-
tion, $300,000, an amount equal to 550,000/
1,000,000ths of $600,000.

Example 2. Suppose that in example (1) the
property of the A Corporation transferred to
the B Corporation had an adjusted basis of
$1,100,000 instead of $600,000, and that all
other factors in the example remain the
same. In such case, the basis to the A Cor-
poration of the stock or securities in the B
Corporation is $500,000, which was the fair
market value of such stock or securities at
the time of their receipt by the A Corpora-
tion, because this amount is less than the
amount established as 500,000/1,000,000ths of
$1,100,000 or $550,000.

§1.1083-1 Definitions.

(a) Order of the Securities and Ex-
change Commission. (1) An order of the
Securities and Exchange Commission
as defined in section 1083(a) must be
issued after May 28, 1938 (the date of
the enactment of the Revenue Act of
1938 (562 Stat. 447)), and must be issued
under the authority of section 11(b) or
11(e) of the Public Utility Holding
Company Act of 1935 (15 U.S.C. 79k (b),
(e)), to effectuate the provisions of sec-
tion 11(b) of such Act. In all cases the
order must become or have become
final in accordance with law; i.e., it
must be valid, outstanding, and not
subject to further appeal. See further
sections 1083(a) and 1081(f).

(2) Section 11 (b) of the Public Utility
Holding Company Act of 1935 provides:
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